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ANNUAL REPORT 
Year Ended December 31, 1977 


FINANCIAL HIGHLIGHTS 


1977 1976 1975 1974 1973 
SALES 6 $118,381,000 $119,020,000 $114,851,000 $123,758,000 $100,052,000 
INCOME 
Operating: Before Income Taxes ....§ 5,767,000 $ 7,299,000 $ 10,629,000 $ 14,413,000 $ 12,847,000 
income Taxes icc. 1,990,000 3,021,000 4,464,000 6,053,000 5,396,000 
Operating Income for the Year ........ 3,777,000 4,278,000 6,165,000 8,360,000 7,451,000 
Inventory Gains and Losses ............ (474,000) 226,000 — (1,370,000) 1,604,000 
income for ihe Year. a $ 3,303,000 $ 4,504,000 $ 6,165,000 $ 6,990,000 $ 9,055,000 
Depreciation Charged ............c $ 3,359,000 $ 3,207:;000 $ 2,821,000 $.. 2,195,000 $ 2,080,000 
Investment in Fixed Assets .............. 1,483,000 2,090,000 5,758,000 8,867,000 4,839,000 
Working Capilal’ 3). $ 32,886,000 $ 31,743,000 $ 29,022,000 $ 26,552,000 $ 28,424,000 
Shareholders: Equity... 1c... 48,413,000 48,185,000 46,756,000 43,467,000 39,572,000 
Dividends Declared .)..6..:.60025. 3,075,000 3,075,000 2,876,000 3,095,000 2,496,000 
ohidres' Outslanding: 0h. 3,994,185 3,994,185 3,994,185 3,994,175 3,994,175 
EARNINGS PER SHARE: 
OPelating a eae $ .95 $1.07 $1.54 $2.09 $1.87 
Inventory Gains and Losses ....... (.12) .06 _ (.34) 40 
VOla ee ee .83 LAS 1.54 115 Sed 
DIVIDENDS PAID PER SHARE 17 as be d2 .60 
EQUITY PER -SHARE.2 7 22... 12.12 12.06 VA 10.88 9.91 


* Gains and Losses after income taxes realized on inventory due to fluctuations in the price of copper. 


ANNUAL MEETING 


The Annual Meeting of the Shareholders will be held at the Sky- 
line Hotel, Stewart Boulevard, Brockville, Ontario, on May 4, 
1978 at two-thirty o’clock in the afternoon. 
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REPORT TO THE SHAREHOLDERS 


Operations 

The 1977 fiscal year was a very disappointing 
period. Operating profit before income tax and 
copper inventory adjustments declined from 
$7,299,000 earned in 1976 to $5,767,000. The 
poor performance of the Canadian economy, 
combined with over-capacity in the wire and cable 
industry, has created an environment of severe 
price competition and prevented the Company 
from fully reflecting in its selling prices the con- 
tinued infiationary cost increases. 


The Company entered 1977 with excess plant 
Capacity and overhead structure, both of which 
had been developed during the early 1970s when 
the economy in general, and the wire and cable 
market in particular, was growing at a relatively 
high rate. It had been anticipated that this rate of 
growth would continue through the 1970s. When 
it became apparent that the recessionary period 
would be prolonged, management decided that 
corrective action should be taken. 


The operation of the Edmonton plant, which 
started production in 1974, was terminated at the 
end of 1977. The cost of closing this facility did 
not have a significant effect on the Company’s 
financial results in 1977, but the rationalization of 
production facilities should benefit future years. 


The Edmonton plant was chosen for closing, 
after considerable study. The fact that the Com- 
pany had two plants in Alberta, both producing 
essentially the same products, was a considera- 
tion. Also, closing of the other Alberta plant, 
which is located at Sentinel, would have meant 
greater difficulty with regard to worker re-eriiploy- 
ment, since this plant is in an area of limited indus- 
trial activity. 


A number of the employees displaced from the 
Edmonton operation were offered positions in 
other Company facilities. 


Reduction in overhead throughout the Com- 
pany had to be accomplished through the difficult 
process of selected redundancies, where specific 
jobs could be eliminated. 


It is indeed unfortunate that the current busi- 
ness environment dictated staff redundancies and 
the closing of a plant. However, the combined 
actions that have been taken will place the Com- 
pany in a better position from which it can react 
more effectively to severe price competition, and 
from which it can regain a position of reasonable 
return on invested capital. 


Sales 


The weak demand for wire and cable was 
reflected in a slight decline from the sales level 
recorded in the previous year. The demand for the 
Company’s products has been affected by the 
very slow growth of the economy as a whole and 
particularly the dismal performance of new capital 
investment in the economy during the year. 


Earnings 

The Company recorded a profit from operations 
of $0.95 per share during 1977 compared to $1.07 
per share in 1976. The total earnings for 1977 
were reduced by $0.12 per share to $0.83 per 
share as the result of fluctuations in the price of 
copper. A gain from copper price fluctuations of 
$0.06 per share was recorded in the previous year 
bringing the total 1976 earnings per share to 
Selo: 


The Company has followed the practice of sep- 
arately identifying, in its reported results, the 
impact of copper fluctuations. The impact of these 
price fluctuations is largely outside the Com- 
pany’s ability to control, and while profit and loss 
in any one year can be significant, the aggregate 
effect on net profits over the past ten years has 
not been significant. 


Earnings for 1977 benefited to the extent of 
$0.08 per share as the result of the introduction by 
the Federal Government of a 3% inventory allow- 
ance aimed at offsetting, in part, taxation of illu- 
sory earnings resulting from inflation. 


Financial 


The decline in earnings for the year did not 
result in a weakening of the Company’s financial 
condition. Indeed, working capital increased $1.1 
million to a record high $32.9 million by year-end. 
Cash balances and short-term deposits increased 
from $6.5 million to $7.0 million. The long-term 
debt outstanding at December 31, 1977 stood at 
6.8% of shareholders’ equity compared to 7.5% in 
1976. 


Management has placed strong emphasis on 
the maintenance of the Company’s financial 
strength, during the current difficult business 
environment, to ensure that renewed market 
growth can be financed without significant new 
external capital. 


The Company has substantially curtailed invest- 
ment in new plant and equipment reflecting the 
excess Capacity condition that exists in the 
industry. Capital programs initiated during 1977 


have been for the purpose of modernizing existing 
equipment and effecting operating cost reduc- 
tions. 


Dividends 

A special dividend of $0.05 per share was 
declared and paid in December 1977 which, com- 
bined with the regular quarterly dividends of $0.18 
per share, brought the total dividends paid during 
1977 to $0.77 per share. A special $0.05 per share 
dividend had also been declared and paid in 
December 1976 which brought the total for that 
year to $0.77 per share. The Anti-Inflation Act pro- 
vides for a limit on the payment of dividends until 
October 13, 1978. 


Personnel 

As the business environment becomes more 
competitive and difficult, additional respon- 
sibilities and workload are transferred to fewer 
key individuals. It is gratifying to note the positive 
attitude that has been displayed in meeting this 
challenge of ensuring the Company’s continued 
success. It is important to maintain this attitude, 
and for the entire work force to continue to give 
full co-operation. Your Executive, on behalf of the 
Board, would like to express sincere appreciation 
to all employees in this regard. 


Labour contracts were negotiated without 
incident at Brockville, Toronto, Dartmouth and 
Sentinel. It is estimated that the average of the 
wage rates paid at Phillips Cables’ plants is at 
least 15% higher than the average current U.S. 
wage rate for the industry. This presents a signifi- 
cant problem when considering export oppor- 
tunities, and encourages lower-cost imports. 


The Company maintains its emphasis on train- 
ing, both in the areas of management and produc- 
tion, with special efforts concerted in the area of 
safety. The co-operation of all employees in this 
regard is gratefully acknowledged. 


Board of Directors and Officers 


The Board was saddened by the news of the 
death of Mr. Donald B. McCaskill in April 1977. His 
business and academic experience had been a 
real asset to the Board. 


In August 1977, Mr. Harold L. Jefferies, Manag- 


ing Director of BICC International, was appointed 
to the Board to replace Mr. James Shearer, Exec- 
utive Director of BICC International. 


In December 1977, Mr. Gérard Gingras, having 
reached mandatory retirement age, resigned from 
the Board after 16% years of distinguished ser- 
vice. 


Effective January 1, 1978, Mr. Leonard A. Far- 
ren, Finance Director, BICC International Limited, 
and Mr. Donald R. Kampman, Vice-President and 
Controller, General Cable Corporation, became 
members of the Board. 


Effective January 1, 1978, Mr. Colin Prescott, 
who was formerly Vice-President of the Construc- 
tion Products Division, was appointed Vice-Presi- 
dent of the Power Products Division, and Mr. Ron 
C. Salkeld, who was formerly Vice-President of 
the Power Products Division, was appointed Vice- 
President of the Construction Products Division. 


Outlook 

The prospects for major improvement in the 
economy in the short term do not look bright. The 
wire and cable business, in particular, remains 
depressed by the low level of capital spending in 
Canada. During the forthcoming difficult period, 
the Company will place continued emphasis on 
productivity improvements and cost reductions. 


Although the size of the economy during the 
next one to two years appears unchanging, the 
Company is confident that it is well positioned to 
take advantage of renewed growth when it 


OcCUrs. 


Chairman 


je Ce 


President and Chief Executive Officer 


March 17, 1978 


PHILLIPS CABLES LIMITED 


BALANCE SHEET 
AS AT DECEMBER 31, 1977 


ASSETS 
1977 1976 
Current Assets 
Cashiand SHOr=teHTViAGSDOSTIS. sretac sane renee trty oie enue ea a enters eee cee ene $ 7,043,000 $ 6,529,000 
ACCOUNMISTECEIV ADIGE Seisee a canh iatires eek i nv en Ur nany Bila t/ha eee gt pa RE 11,446,000 13,199,000 
IAWEM TOSS iss ceutical 3 26,814,000 ZOOS OO® 
Prepaid SxPeNnSes. incchc. ch. eteasene sae ee eecaanse nce enc ener Ota 183,000 219,000 
45,486,000 45,620,000 
Property, Plant and Equipment(Note 2) 
Accumulated 
Cost Depreciation 
GET Gi@ lea Cet nena es Resi Heats Caos aka at bal SAS) OO) — 549,000 549,000 
BUI GINGS same unc nanan scot wa trea mene Ana tme cena 13,122,000 5,267,000 7,855,000 8,278,000 
tel aa WLM elm ane lent anes Nar Gand Sei ere Mne ae BCP IN OS Ses hl F ne 38,612, 00022, 3057000 16,067,000 17,270,000 
CORSIUCTION DROOL SS auc kcsmen nate mnnenaeceene 657,000 _ 657,000 1,028,000 
$53,200,000 $28,072,000 25,128,000 27,125,000 
$70,614,000 $72,745,000 
LIABILITIES. 
Current Liabilities 
Accounts payable-and accrued TiabilitieSs.2.4ne.. sate tc ne teen neon eee $ 6,439,000 $ 7,286,000 
INEGOMEANEKOTAET TAXES io Noy aaa dealer ono cee fe cot Ine ee nl On 1,020,000 1,855,000 
Dividend Dpayalole iiovrisk aes Aaneltanenc \asetda ilign eRe Aaue saraiay sce kee a 719,000 719,000 
Deposits’ held for returnablezcomtainers:<.casce serene acne ane eee 4,422,000 4,017,000 
12,600,000 13,877,000 
Long-Term: Debt. (INOte 3) 25 acon Seo ca aera nti ree 300 ei ae 3,300,000 3,600,000 
Deferred INCOME; TAXES sik eee REIS ru orto tee ae ee ne reap 6,301,000 7,083,000 
SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized — 5,000,000 shares without nominal or par value 
Issued 3, GOA el BS Shae S cae was aalate e tac ce ele te aurea ne eo 10,003,000 10,003,000 
Retained Earnings a sacitisc a kee ete, ee erin peers Cate ete eee eee 38,410,000 38,182,000 
48,413,000 48,185,000 
Approved by the Board: 
J. L. OLSEN, Director. 
DAVID L. TORREY, Director. 
$70,614,000 $72,745,000 


PHILLIPS CABLES LIMITED 


STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1977 


1977 1976 
SEUSS SEPM Lie Cade SURE aan foe Saco Op TNL AN a SER a aR $118,381,000 $119,020,000 
Cost of sales, selling and administrative EXPENSES 0.0.0.0... ccc cece eeeeeeeeees 109,754,000 107,641,000 
SEPSIS ge AOE AS ean Pi tS eh NO REED Oa 3,359,000 3,207,000 
LMCHOSWOMMOMO CUNT ISD asthe: seas cece cs aan hase nanos see decide). waceaedeyy ave 192,000 215,000 
Remuneration of directors and officers (Note 4) ...........cccccceeeeeeeeeeeeeeeees 499,000 523,000 
113,804,000 111,586,000 
4,577,000 7,434,000 
LNCS INCOM Gummer carn isnt nha over airaciraca rane enact dat aucce see 466,000 254,000 
HIG OMG MIS TONS WINCOIN GM AX CS reoccur sts ee bse e tiaeueaas noche baseonrioee. 5,043,000 7,688,000 
HAC OMICS MAKES eee me inet rns Ait are BEAR v riailaadcia tuck serv anennsde MERA 1,740,000 3,184,000 
UEC CLREN Cod 1 1 128) | a AED i 7a ed Se PUA ae Se $ 3,303,000 $ 4,504,000 

Earnings per Share (including inventory loss of $0.12 in 1977 and 
COLNE GAM Ol SO OG tial A) 1G aeons nae ces okra: aces dniman oa gaceosenwenseonte $0.83 Daleks 
STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1977 

1977 1976 
Balance. at.Beginning, Of Year occ. cor osekc teenie eae cnt nando hawwant dae $ 38,182,000 $ 36,519,000 
ICONIC GING Ve alana metre teat comcen an ceeae ene eencam econ ent daulytas tavarerriee es 3,303,000 4,504,000 
TANSLEn MOM OCMOlAL Le SCIVE x: sascuc. dense waracit sales tamron atest esemdinicne tepeeeraiss _ 234,000 
41,485,000 41,257,000 
ICIS rere cere cael nin en Son ee aint 9 sande RaeeN rg at ore Ei ae ee Ela ANS iach rt 3,075,000 3,075,000 
Balance at Endo ti Veale cesarean retainer Cea Reman RE ean $ 38,410,000 $ 38,182,000 


PHILLIPS CABLES LIMITED 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31, 1977 


1977 1976 
Working Capital provided by 


INCOMe TOK the; veaty ca seers taco ea Aetna, eaten ect nai) ee PGE es $ 3,303,000 $ 4,504,000 


Items not involving working capital: 


Depreciation and net book value of assets retired ............. 3,480,000 S25 OOO 
DeferredinCome taxes m5 wastes Accsensace siemens (782,000) 463,000 
Working<Capital trom Operations... aa.c ese nee eee ne a eee ee 6,001,000 8,218,000 
Working Capital applied to 
Investment in property, plant and EQUIPMENT ...........60...0cccesecceedsaesehas 1,483,000 2,090,000 
DUIVICO TICS eas digea te exe attics a aetouer en caseledic cia deni katte se Ree ae ee 3,075,000 3,075,000 
Repayments Onilomg-tenmiGe othe c.ssetas cece see aster eaeeere ee ate eee 300,000 332,000 
4,858,000 5,497,000 
Increaseiin Working Capital: 2.) ocd.25.50-ho. ees ne ee eee 1,143,000 2,/21,000 
Working: capital at beginning:Of Year ca.:...ascmce.weeeeenen ero npoaae ces eee 31,743,000 29,022,000 
Working: Capital at. End of Veatiisiccicrsiss, caoeen ea ee eee ee $ 32,886,000 $ 31,743,000 


AUDITORS’ REPORT 


To the Shareholders of 
Phillips Cables Limited 


We have examined the balance sheet of Phillips Cables Limited as at December 31, 
1977 and the statements of income, retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the 
company as at December 31, 1977 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Montreal, Canada THORNE RIDDELL & CO. 
February 9, 1978 Chartered Accountants 


PHILLIPS CABLES LIMITED 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1977 


ACCOUNTING POLICIES 
Inventories 
Inventories are valued at the lowest of cost, replacement cost and net realizable value. 


Property, Plant and Equipment 
Property, plant and equipment are recorded at cost. The cost and related accumulated depreciation 
of items retired are removed from the accounts and any gain or loss is included in income. Depreciation is 
based on the following straight line composite rates: 
Buildings 3% 
Machinery 10% 


Deferred Income Taxes 


Income taxes are charged to income irrespective of timing differences under current tax legislation. 
The excess of income taxes charged to income over those payable for any year is set aside as deferred 
income taxes to be drawn upon in those years when tax payments exceed the amount charged to income. 


PROPERTY, PLANT AND EQUIPMENT 


One of the company’s manufacturing plants was permanently closed late in 1977. The company intends to 
sell the land and building at a price which is expected to be in excess of the depreciated value of 
approximately $1,400,000. 


LONG-TERM DEBT 1977 1976 
5%% First Mortgage Sinking Fund Bonds, Series A due February 1, 
1985 
AuthorizedranGnisSuedhe tan ner ses ent cguereeeiss one eee eeerenaa $6,500,000 $6,500,000 
Punchasediandkcamcellecitmrecenntne.eanete pemsecsscee ate ses 3,200,000 2,900,000 


$3,300,000 $3,600,000 


The trust deed provides for sinking fund payments sufficient to retire $4,700,000 of the Series A 
Bonds by February 1, 1984. Annual sinking fund payments to that date are $300,000, and $600,000 of 
Series A Bonds have been purchased and cancelled in anticipation of 1978 and 1979 sinking fund 
requirements. 


REMUNERATION OF DIRECTORS AND OFFICERS 1977 1976 
RemuUneratloneoicdinectorsvastCifeCtOlSi.c.itee eet eeeeeee ee eee $ 45,000 $ 48,000 
NUIMBEROMGIRECTO ISH ter eee een ae eat etek tree cpr dae ntamt eects 12 12 
USL AAIU TAKS EUUTOYALNOl! CO) MICS RSP arch meen Bae soatice dboaoda sho honseet dacnac uncebenenodenenbceneane $ 454,000 $ 475,000 
NUMbBDERORORICETS saben. Moca eee ie tan tate ena memes oercer Geeta 11 We 
Number of officers who are alSO CIFeCtOIrs «0.0... cee ceec eee tteenee eee 5 5 


PENSION PLANS 


The unfunded liability of the employees’ pension plans at December 31, 1977 is estimated to be 
$4,164,000. It is the intention of the company to amortize this amount over the next fifteen years. 


FEDERAL ANTI-INFLATION LEGISLATION 


The company is subject to the Anti-Inflation Act which provides for the restraint of profit margins, prices, 
compensation and dividends. The maximum dividend per share that the company can pay or declare in the 
twelve months ending October 13, 1978 is $0.82. 


COMPARATIVE FIGURES 
Certain 1976 figures have been restated to conform with the accounting presentation adopted in 1977. 


PHILLIPS CABLES LIMITED 


HEAD SALES OFFICE 


2 Lansing Square, Toronto, Ontario 


Vice-President — Sales ersaec tee ee henry C.F. Jardim 


General Sales (Managem, ...s¢scce eorctiania arcane A. L. Roy 


SALES OFFICES 


AtlantichRrovinceSwce eee 51 Mosher Drive, Dartmouth, N.S. 
CUED E CHAI ess ioe Weert: FAROE ee arte ettan te aces ea 265 McArthur St., Montreal 
ONLATIG tre Mor Dies Sie Oe eR ne ene 1673 Carling Ave., Ottawa 


King Street West, Brockville 
2 Lansing Square, Toronto 
199 Parkdale Ave. N., Hamilton 


WestenmSales Managet ..c..icsre sees D. R. Oliver, Calgary 
Manito Dati Matis aziaccaara semaine 1236 Sargent Avenue, Winnipeg 
DASKAICME Wall mac. y econ en ahmaene en Pakwa Park Plaza, Regina 
AIDG Ha so. SS ae egret eLee 14740 - 119th Ave., Edmonton 

3411 - 10th St. S.E., Calgary 
British-Golumbia 7 220 ecu 8312 Prince Edward St., Vancouver 
Exporh Sales Manages ain cscs partteaenae T.P2Bohm 


King Street West, Brockville, Ontario 


FACTORIES 
Communication Products 
AtlanticCaRrOvinGeSrueerererat ea eee eee tare ornen Dartmouth, N.S. 
QU CDEC iia ere es ee a eine i eC an Pell ee ace ee Rimouski 
Manitoba vic craaa stan aneret pean us Geena se rede Portage la Prairie 
AIDC Ra reece ete et ei aerate i Vee a oe et ee et Sentinel 
British Col Unie ier taee ore tees csc ee net eee ee eet ea oa Vancouver 
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